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A A vital traffic artery + from Thunder Bay to the Atlantic Ocean + 3,700 
kilometres + 8.5 sailing days, start-to-finish + 245,750 square kilometres 
of navigable waters À Serving the North American heartland + 15 
large international ports, 50 regional ports + a third of North America’s 


population + 8 states and 2 provinces border the Seaway + convenient 
road, rail and air connections + 60 % of Canada’s gross domestic product 
e 26 % of U.S. manufacturing is based here À An engineering marvel 
e 15 locks (13 Canadian, 2 American) + world’s most spectacular lift 
system + between Montreal and Lake Erie, ships are raised 180 metres 
above sea level - the height of a 60-storey building + each lock fills with 
about 90 million litres of water in about 10 minutes + the 8 locks of the 
Welland Canal pass ships up and over the massive Niagara Escarpment 
e it takes about 45 minutes to get through a lock + channels and locks 
accommodate vessels twice as long and half as wide as a football field 
e that’s 225.5 metres long, 23.8 metres in beam, and 8 metres in draft 


e the Seaway was named one of 
the 10 most important public 
works projects of the 20% 
century Makes a huge 
economic contribution + the 
Seaway supports 75,000 direct 
and indirect jobs in Canadaand = 


150,000 in the U.S. © marine commerce on the Great cee. 
system each year generates more than $4.3 billion in personal 
income, $3.4 billion in transportation-related business revenue and 
$1.3 billion in federal, state and local taxes + 10,000 tonnes of 
general cargo handled by a Great Lakes port contributes more than 
half a million dollars in local economic benefits Tonnes of 
traffic, with room to spare + since it opened in 1959, the Seaway 
has moved more than 260,000 vessels and more than 2.2 billion 
tonnes of cargo, valued at $265 billion Canadian to and from 
Canada, the U.S. and more than 50 other nations + about 12 vessels 
a day pass through the Seaway in an average navigation season 
A Safe, efficient and environmentally friendly + Automatic 
Identification System (AIS) and centralized traffic management 
reduce delays and increase safety margins + a consistent record of 
over 99% reliability and system uptime + a Seaway-max ship 
carries a cargo equivalent to 870 trucks or 225 rail cars + marine 
safety and spill records are far superior to rail and truck 
transportation: one marine accident for every 13.7 rail and 74.7 
truck accidents and one marine spill for every 10 rail and 37.5 truck 
spills e Seaway ships move a tonne of freight up to 800 km on 4 

| | litres of fuel + ships emit one 
tenth the environmental pollu- 
tion of trucks and half that of 
trains + marine transport produces 
less noise, less waste, less traffic 


congestion. 


THE ST. LAWRENCE SEAWAY MANAGEMENT CORPORATION (SLSMC) 
e All business, but not-for-profit + established 1998 to bring commercial 
management concepts to Seaway operations + non-profit corporation run by 
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Seaway users and other stake- 


holders + operates Seaway's 
Canadian assets under contract 
to Canadian government, 
which retains ownership 
e responsible also for manag- 
ing Saint-Louis de Gonzague 
Bridge, Valleyfield Bridge, 
Townline Tunnel and all Sea- 
way-related leases and licences 4 A CLEAR DIRECTION + OUR MISSION: 
We pass ships through a safe and reliable waterway system in a cost-effec- 
tive, efficient and environmentally friendly manner to meet our 
customers’ transportation needs + OUR VISION: The SLSMC and its part- 
ners... the transportation system of choice + Guided by 5-year business 
plans + the Corporation completed its first five-year business plan in 
2002-2003, meeting or exceeding all targets + 5-year revenues within 
Or5>% of the original Mtorecasteat > 3.G6smull fon 
e manageable costs 4.5% below plan at $277 million 


Cive Year Review | 
Bui call Tac Coste e asset renewal costs 2.5% below plan at $123 


(millions of dollars) 


Actual 


=r | a 
Ga Business Plan 


million. ¢ revenues fluctuate with economic trends, 
but SLSMC stays on target through proactive control 
of manageable expenses + 2002-2003 financial 
highlights + total revenue for the year was $65.6 
million, about 0.4% above budget + manageable 
costs: 96.3% of business plan target + asset renewal 
expenditures: $700,000 below plan, at $24.2 million 
e $3 million added to Corporation’s reserve, which 
stands at $8.4 million, after awarding 1% toll rebate 
at start of 2003-2004 season + 606 full-time equiv- 
alent employees, compared to budget of 619 + 2002 
season highlights + navigation season opened on 


March 26, - closed on 
Performance vs. Business Plan December 26 + lasted 
(5 year review - millions of dollars) DIG days, the third longest 


Actual Business Plan 


season on record + Traffic 
highlights + continuing 
drought in wheatlands 
and economic downturn 
in U.S. forced traffic levels 
down ¢ reduced demand 
from mid-west steel indus- 
try and new U.S. steel tariff 


nd od Comparison of Actuals to Business Plan 
caused slow traffic in related com- (millions of dollars) 


modities (iron ore, coal and steel Actual | | Business Plan (5% year) 
imports) + grain traffic figures well | 
below 5-year average + total 2002 
traffic: 41.4 million tonnes, down 
from 41.7 million tonnes in 2001 
e grain down 1.3 million tonnes Fe 
e coal down 0.66 million tonnes rooms Senate er ied tai 
e oth er bulk re are O (Operating Expenses) induding Capital Costs over 


Expenditures Revenue 


down 0.5 mil- 
lion tonnes ¢ iron ore up 1 million tonnes 


Five Year Review of Combined e general cargo (steel) up 1.1 million tonnes 
_ Traffic by Commodity (millions of tonnes) e cargo movements on Montreal-Lake 


© Aorin Bronte Mi coal Blotter Buk. General Ontario section amounted to 30 million 
. . tonnes, a 0.9% decrease from 2001 
e traffic on Welland Canal totalled 32.11 


million tonnes, a decrease of 1.2% 


e overall vessel transits down by 194 

from 2001 + slight increase in Montreal- 

Lake Ontario section + reduction of some 
10% in Welland Canal 


( 
1998 1999 2000 2001 2002 


Looking Back 


s we begin 

a new five- 

year cycle, 
it seems appropri- 
ate to look back at 
what we have 


achieved since 
1998. During the period covered by our initial 
business plan, April 1, 1998, to March 31, 
2003, the Seaway consistently succeeded in not 
only meeting, but also exceeding its targets. 
Revenue was within 0.5% of the original plan 
at $366 million, manageable costs were 4.5% 
below target at $277 million, and asset renewal 
costs were 2.5% below plan at $123 million. 


Strong cost control enabled us to provide toll 
rebates to our customers during the last two 
years of the cycle. Although weak economic 
activity and aggressive competition in recent 
years cut into cargo traffic, a final 1% reduc- 
tion was integrated into the tariff structure for 
2003. This is certainly the primary measure of 
our success, but there are others. 


In five years, excellent progress has been made 
with the marine industry and other stakehold- 
ers in the Great Lakes/Seaway system to forge 
strong partnerships that enhance our appeal 
and promote joint planning. This ongoing ini- 
tiative began with the work of the Waterway 
Strategic Issues Forum led by my predecessor, 
Guy Véronneau, and involved industry leaders 
on both sides of the border. Many of the ideas 
from this strategic exercise were amalgamated 
with the marine industry’s Vision 2020 think- 
ing, and their implementation, which goes 


beyond the mandate of the SLSMC, is being 
spearheaded by the Chamber of Maritime 
Commerce, with our co-operation. 


SLSMC, under Guy Véronneau’s leadership, 
also brought to fruition a number of signifi- 
cant long-term projects to improve service. AIS 
is now a reality, with full-scale implementa- 
tion starting in 2003. We have thoroughly 
upgraded our information technology systems, 
which contribute greatly to efficiency. Traffic 
control has been integrated throughout the 
system, and our Web site serves thousands 
every day with comprehensive, easy-to-use 
information and e-business applications. We 
have upgraded operational procedures and 
structures to improve safety and efficiency for 
vessels and employees. Other projects are 
ongoing. We continue to work on optimizing 
draft throughout the system and on optimiz- 
ing the length of the navigation season. The 
preliminary work for hydraulic conversion of 
lock equipment has started, installation of 
remote operation for bridges is underway, and 
we are tackling a number of important plan- 
ning and management issues through large- 
scale research. 


The Year's Financial Results 


The financial results for the past year confirm 
that we again bettered the business plan. 
Actual expenditures at the end of the year were 
slightly higher than forecast, due mainly to 
difficult weather conditions that increased the 
costs of preparing the system for the 2003 
opening. In light of the flat revenues of the 
past two years, we took aggressive action on 
manageable costs. At the end of the year, man- 


ageable costs remained at 96.2% of plan, 
despite steep increases in insurance premiums. 
This, together with asset renewal expenditures 
$700,000 below plan, added another $3 mil- 
lion to the Corporation’s reserve. Continued 
strong management to control absenteeism, 
replacement and overtime have kept the full- 
time equivalent number for the year at 606, 
well below the budget figure of 619. The 
Corporation’s reserve, after awarding the 1% 
toll rebate at the start of the 2003 season, 
stands at $8.4 million. 


New Business Plan 


Since I assumed the position of Executive 
Vice-President last fall, and then the 
Presidency this spring, it has been a busy 
time, with a number of important matters 
demanding simultaneous attention. Perhaps 
the most urgent was negotiating the 
Corporation’s new business plan with 
Transport Canada over the fall and winter 
months. The new plan, which takes effect 
April 1, 2003, and covers the period 
2003-2007, provides a stable platform for us 
to optimize our operations in the short term, 
while planning for the longer-term needs of 
the system. It incorporates some changes that 
reflect current operational challenges. 


After the 1% reduction in the mandatory toll 
increase for 2003, annual toll increases will be 
capped at 2% for the remaining 4 years of the 
plan, and there will be no rebates. This action 
should provide users with a toll level lower 
than what could have been achieved by 
rebates in years 7 through 10. 


Total revenue is targeted to increase by 14% or 
$50 million over the 5-year period. This 
increase will come mainly from the mandatory 
toll increases, although some growth in traffic is 
forecast — about two million tonnes annually. 


Close attention paid to maintenance and asset 
renewal has ensured us an extremely reliable 
system, with the Seaway’s uptime increasing 
from 99.75% in 2001/02 to 99.79% in 
2002-03. However, in view of our aging infra- 
structure, the new plan provides for increased 
asset renewal costs, though less than we pro- 
posed. We will increase our maintenance 
expenditures by some 36% over the next five 
years, to $170 million. This amount will be 
reviewed by 2005, when the initial baseline 
information from the Great Lakes-St. Lawrence 
Seaway System Review will be available. 


The gap between what SLSMC proposed and 
what the new plan provides will challenge us 
to ensure that our preventive maintenance 
programs are in top shape, to develop an apti- 
tude for “just in time” major repairs and to 
ensure cost estimation and inspection process- 
es are well-based. The impact on reliability 
will be closely monitored. Key projects in the 
next five years include the conversion of 
mechanical lock drives across the system to 
hydraulic equipment, in place of continued 
repairs, and the engineering study for the 
major rehabilitation of the Montreal and 
Beauharnois locks. 


Our target for manageable costs is $318 mil- 
lion, also a 14 % increase. Personnel costs are 
expected to remain at 84% of manageable 
costs; employee future benefits, pension and 
insurance costs will continue to place a heavy 
burden on the Corporation, and are projected 
to increase by 100%. The plan protects SLSMC 
against any further increase in those costs due 
to market fluctuations. The full-time equiva- 
lent staff target in the business plan is 599 by 
the end of year 6, decreasing to 574 in year 10. 
The net change from the start of year 6 (606) 
and the end of year 10 (574) is 32 positions, 
or 5% of resources. 


Corporate Focus 


The need to control costs, coupled 
with the retirement of my predeces- 
sor, brought about some changes to 
the organization in 2002-03, chief 
among which was the elimination of 
three vice-presidential positions, and 
a variety of promotions and reassign- 
ments. We benefited from previous 
succession planning work, which had 
identified candidates ready to take on 
greater responsibility and others who needed 
a different challenge to move their careers 
ahead. At the same time, a split was made 
between corporate process responsibility and 
regional management responsibility, allowing 
the line Vice-Presidents time to concentrate 
on people management issues. We believe we 
have measurably strengthened the organisa- 
tion by these moves. In addition, the collec- 
tive agreement with Seaway workers has been 
extended to March 31, 2005. My thanks to 
our labour partners for agreeing to help us 
ensure that the Seaway retains its reputation 
as a reliable transportation system, with a 
competitive productivity and cost base. 


Vision 2012 

As we prepared for the renewal of our business 
plan, it became clear that the Seaway is at a 
crossroads. Given increasing maintenance 
costs, declining traffic, shifting markets, 
increased competition, the increasing size of 
ocean vessels, many of which cannot be 
accommodated by our locks and channels, 
and the emergence of new technology every- 
where, the challenges confronting the 
Corporation are significant enough to warrant 
a collective effort towards a new definition of 
future goals and strategies. 
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A visioning initiative was launched in 
December 2002 through a series of discus- 
sions between myself and employees. We gath- 
ered the views of over 85% of employees 
about what the Corporation should look like 
in ten years. Work teams then consolidated the 
input into a coherent and realistic picture of 
2012 for discussion at the Corporation's 
annual President's meeting in June 2003. The 
emerging 10-year Vision will be translated into 
action plans and integrated into the corporate 
strategic planning cycle. 


Looking Outward, and Forward 


Planning to ensure the continued viability of 
our waterway requires collaboration among 
many stakeholders on both sides of the border. 
This collaborative approach remains an inte- 
gral component of our strategy. A great step 
forward was taken with the recently announced 
agreement between Canada and the US. to 
complete the Great Lakes/St. Lawrence Seaway 
System Review. SLSMC has been promoting 
participation in this study, because it has the 
potential to provide the best information pos- 
sible for decisions about the long-term future 
of marine transportation in the system. 


The review will encompass a thorough engi- 
neering study of the waterway’s infrastructure, 
with other critical analyses, including a cost- 
benefit analysis and an environmental review. 
While Transport Canada (TC) and the U.S. 
Army Corps of Engineers (USACE) will be co- 
managing the study, I will represent SLSMC on 
the Steering Committee, along with senior 
management representatives from TC, the U.S. 
Department of Transportation, USACE and the 
Saint Lawrence Seaway Development 
Corporation (SLSDC). An SLSMC co-leader of 
the Engineering Team will contribute signifi- 
cantly to the assessment of our infrastructure. 


This is a long-term study, and I believe it is a 
necessary first step towards deciding if and 
how to modernize the Seaway infrastructure. 


We are also encouraging a second significant 
binational study, now being considered by TC, 
to modernize and streamline navigation serv- 
ices on the waterway. Ships transiting the 
Seaway must cross the U.S.-Canadian border 
some 16 times, and deal with more than 20 
different agencies in doing so. What we hope 
will emerge from the study is a co-ordinated 
approach that cuts out duplication and unnec- 
essary costs, and provides efficient joint servic- 
es on both sides of the border. 


Strategic External 

Communications Plan 

In January 2003, following direction from the 
Board, consultation with the Shipping 
Federation of Canada, the Canadian 
Shipowners Association, the Chamber of 
Maritime Commerce, and the St. Lawrence 
Economic Development Council (SODES), led 
to a proposed communications plan for the 


Great Lakes / St. Lawrence Seaway System. The 
initial focus of raising the profile of the water- 
way and generating support for the Great 
Lakes / St. Lawrence Seaway System Review 
was broadened to incorporate two additional 
objectives: to increase the credibility and influ- 
ence of the maritime industry with decision- 
makers and opinion leaders; and to empower 
business leaders, workers and communities to 
build acceptance for investing in new infra- 
structure for the system. The SLSDC has 
expressed an interest in participating in this 
endeavour, and sharing the ensuing costs. 


I believe it is essential for the marine industry 
to make widely known the environmental 
benefits of marine transportation. A Seaway 
used to full capacity can reduce greenhouse 
gas emissions and congestion on our high- 
ways, conserve energy and reduce both acci- 
dents and spills related to cargo transport, the 
costs of which are borne by society at large 
across North America. Marine transportation 
is the way to a greener future, and the Seaway 
is key to that future. 


Finally, a word of thanks to our Board, man- 
agement and employees, whose support and 
co-operation have eased my new duties con- 
siderably. And thank you to Guy Véronneau, 
whose legacy is a strong, flexible and effective 
organization, well fitted for the challenges of 
the future. 


A 


Richard Corfe 
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5-year Project Milestones 


SLSMC completed its first five-year business 
plan in 2002-2003, and with it, a number of 
key projects. The milestones reached on 
projects related to the Corporation’s strategic 
objectives, stemming from its long-term 
(2001-2004) strategic plan, are summarized 
below. 


Corporate Projects 


Completion of special examination 
(required by law) 

Negotiate new 5-year business plan with 
Transport Canada 

Participate in U.S. Army Corps of Engineers 
study (reconnaissance phase) 

Commence study on modernization / 
future governance of marine navigation 
services 

Work with Great Lakes Management 
Forum / Waterway Strategic Issues Forum / 
other marine stakeholders to forge a more 
cohesive approach to promoting and man- 
aging the System 

Transition to a corporate process-centred 
organization 

Complete corporate threat and risk assess- 
ment study 

Complete marine security plan for the 
Seaway System with joint stakeholders 
(Canadian and U.S. Coast Guards / 
Transport Canada / Transport Quebec / 
SLSDC / pilotage / police agencies / others) 
Implement new Seaway Practices and 
Procedures and Seaway Property 
Regulations 

Review of SLSMC policies 
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Human Resources Projects - 


+ Develop and implement succession plan 

+ Provide orientation for change manage- a 
ment / leadership development 

+ Implement management performance 
plan 

e Implement SMART performance program 

+ Develop and implement joint job evalua- 
tion plan for pay equity 

e Design / implement related compensation 
program 

+ Negotiate new collective agreement (3 
years + 1 year extension) 

e Manage / reduce absenteeism 


Operations Projects 5 


e Operations centre functional study 

e Research and develop new tools for vessel 
tie-up at locks 

e Develop strategy for ice management 

¢ Complete ship “squat” study and revise 
vessel speed guidelines 

e Carry out study to optimize ship draft 

e Implement vessel self-inspection program 

e Revise ballast water management proce- 
dures to mitigate the impact of aquatic 
nuisance species 

e Develop transit time standards with trade 
partners 


LS 


jh 


e Link offices through 
e Ensur Syst: 


ISO certification of Marines Services and 
Traffic Control Services groups 

Build worker safety and reduce lost-time 
incidents 


Finance Projects 


Complete initial 5-year business plan, 
meeting or exceeding performance targets 
for manageable costs and asset renewal 
costs 

Streamline operations / meet or exceed all 
corporate targets for staffing levels 
Develop new model for tariff structure 


Technology Projects 


AIS implementation and integration with 
Traffic Management System (TMS) 
Implementation of a new geographic infor- 
mation system within TMS 

Implement Seaway Web site as the premier 
mode of disseminating information to the 
marine industry 

Transition to electronic delivery of Seaway 
information 

Web delivery of Seaway promotional video 
(A Vital Waterway) 

Implementation of ATM (Asynchronous 
Transfer Mode) communication backbone 
to link offices more efficiently 

Leverage SAP across the corporation and 
implement HR / payroll functions 

Put in place integrated Help Desk system to 
improve service levels and minimize sup- 
port costs 

video conferencing 

et Y2K compliance 


Opening 

e Seaway opened to navigation March 26, 
2002 

e In the Montreal / Lake Ontario section, 
draft limited to 7.9 m (26’0") until South 
Shore Canal became ice-free April 15, and 
then increased to 8.0 m (26'3") 

e Draft of 8.0 m (26'3”) in Welland Canal for 
full season 


Closing 


e Navigation ended December 26, with 
passage of CSL Laurentian through St. 
Lambert Lock 

e Season lasted 276 days, third longest on 
record 

e Some ice formation during early December, 

but mild temperatures left ue ice-free at 

de 


e Special agreements required for one vessel 
in Montreal-Lake Ontario section and two 
in Welland Canal resulted in additional 
charges of $180,000 


Cargo Traffic Highlights 
Mild economic recessions continued in both 


Canada and the United States, leading to fur- 
ther reductions in Seaway traffic. 


Cargo movements on the Montreal-Lake 
Ontario (MLO) section in 2002 amounted to 
30 million tonnes, a 0.9% or 276,000 tonnes 
decrease from 2001 cargo movements. Traffic 
on the Welland Canal totalled 32.11 million 
tonnes, a decrease of 1.2% or 377,000 tonnes. 


Combined Seaway traffic reached 41.39 mil- 
lion tonnes, a decrease of 0.8% from the 2001 
result of 41.7 million tonnes. 


Grain . 
ae in 2002, poor harvests and ae com- 


Co mbined Vessel Transits 2002/2003 


 . _ Ocean-going vessels 29% 
Traffic to/from U.S.A. 2002/2003 
_ Inland vessels 52% 
F Forei 9 
nom Other vessels 19% 
To Foreign 17% 


To Canada 61% 


Montreal/Lake Ontario Section (millions of tonnes) 


M 2001/2002 DE 2002/2003 


lien to e in 1 the MLO section, for a total 
of 5.56 million tonnes. On the Welland 

Canal, traffic decreased by 8.8% or 0.55 mil- 
lion tonnes, for a total of 5.67 million tonnes. 


American grain traffic also suffered from bad 
weather conditions and strong competition. 
Movements decreased by 15.8% or 0.79 mil- 
lion tonnes in the MLO Section and by 15.4% 
or 0.84 million tonnes on the Welland Canal. 
American grain traffic totalled 4.23 million 
tonnes in the MLO Section and 4.58 million 
tonnes on the Welland Canal. 


As a result, total grain traffic decreased by 
11.6% to 9.86 million tonnes in the MLO sec- 
tion and by 11.4% to 10.32 million tonnes on 
the Welland Canal. 


Iron Ore 

Movements from Labrador mines to American 
facilities in the upper Great Lakes were again 
affected by reduced activity in the American 


steel industry, causing another decrease in traf- 


fic. Movements to Canadian Mills from 
Labrador mines also decreased. However, 
downbound movements through the Welland 
Canal from the Mesabi Range increased by 
413.7% or 1.12 million tonnes. Total ship- 
ments increased by 10.6% or 571,500 tonnes 
in 2002. Imports through Quebec City 
increased by 64.1% or 204,300 tonnes. 
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Welland Canal (millions of tonnes) 


2001/2002 E 2002/2003 


Total iron ore traffic amounted to 8.17 mil- 
lion tonnes in the MLO section (a decrease 
Of 2.6% or 219,000 tonnes from 2001). On 
the Welland Canal, traffic amounted to 5.04 
million tonnes, an increase of 44.6% or 1.56 
million tonnes. 


Coal 

Coal movements in both sections decreased 
in 2002, mainly because of lower demand 
for coke production. Traffic decreased by 
17.3% or 71,000 tonnes to 0.34 million 
tonnes in the MLO section and by 14.4% or 
690,000 tonnes to 4.11 million tonnes on 
the Welland Canal. 


Other Bulk Cargo 

Economic conditions unfavourable to move- 
ments of bulk materials prevailed in the USA 
in 2002. While traffic in the Welland Canal 
slightly decreased, there was a small increase 
through the MLO Section, where other bulk 
movements increased by 1.8% or 135,000 
tonnes to 7.44 million tonnes. Traffic 
increases were registered in coke, chemicals, 
gypsum and stone, with all other bulk com- 
modities decreasing. On the Welland 


Canal 

other bulk 
movements reg- 

istered a decrease of 426,000 tonnes or 4.1% 
to 9.91 million tonnes. All commodities 
decreased, with the exception of coke, which 
experienced a 32.5% increase, mainly because 
of Chinese coke imports. 


General cargo 

The introduction in March 2002 of a tariff on 
steel imports by the United States reduced 
general cargo movements at the beginning of 
the navigation season. However, stronger 
imports during the rest of the season brought 
an overall traffic increase of 38.3% or 1.15 
million tonnes in the MLO section and 21.8% 
or 0.48 million tonnes on the Welland Canal, 
for a total of 4.16 and 2.69 million tonnes 
respectively. 


Outlook 


Future movements in the Seaway will remain 
closely linked to both Canadian and American 
economic performances. For the next few 
years, the potential effects on Seaway traffic of 
world events and increasing globalization will 
be difficult to forecast. Nevertheless, given a 
more vigorous Canadian economy and some- 
what better economic conditions on the hori- 
zon for the United States, total Seaway traffic 
is expected to improve. 


Asset Renewal 


Winter Works Program 


Each winter, major components of the Seaway 
infrastructure are overhauled during the 
eleven-week shutdown period. In Niagara, 96 
projects were completed by contract over the 
course of the winter, at an under-budget cost 
of $9.5 million. Projects carried out in the 
Maisonneuve Region cost $3.5 million. 
Seaway employees carried out a number of 
winter works projects (amounting to some 
$4.9 million) as well, in addition to regular 
preventive maintenance and inspections. 


Major Winter Projects 


Maisonneuve Region 

e gate rehabilitation and re-tensioning at 
St. Lambert lock 

e Bridge 10 cleaning & painting, phase I 

e crack injection at lower Beauharnois lock 

e concrete repairs at upper Beauharnois and 
St. Lambert locks 

e channel dredging between locks 


Niagara Region 
e remote control of Bridge 11 
e concrete repairs at lock 6 

e lock 7 intake restoration 


+ gate rehabilitation at locks 2 and 6 : includes funds to carry on with the alkali- 


+ Long Reach bank stabilization aggregate reaction (AAR) rehabilitation study 
¢ McGee's wall, wharf 18 and wharf 12 : for the Maisonneuve locks and start a 
repairs - hydraulics conversion project in Niagara. 


+ mechanical repairs and rehabilitation of 
lock valves 

wall paving at lock 6 

timber pile repairs at locks 2 and 3 
various electrical and electronic upgrades 
painting and building renovations 


Alkali-aggregate Reaction (AAR) 
AAR is an irreversible chemical reaction that 
takes place within concrete structures. When 
alkali in cement reacts with certain types of 
silica in aggregates, a silica gel is produced that 
swells when exposed to humidity. As a result, 
Asset Renewal Plan the concrete in some Seaway locks is increas- 

: ing in volume. 


In 2002-03, the last year of the first five-year 


plan, $24.2 million was spent on asset renew- : AAR affects four locks in the Maisonneuve 
al, bringing the total expenditure for the five  : Region: St-Lambert (lock 1), Cote Ste- | 
years to $122.6 million or 2% below the max- : Catherine (lock 2) and both Beauharnois 
imum authorized amount of $126.2 million. : locks (locks 3 and 4). 

The next five-year 


plan allows a total 5-YEAR ASSET RENEWAL PLAN (Excluding St. Catharines Hydro Electric Commission) 
expenditure of $170 | 
million to safeguard 
day-to-day operations 
and the long-term 
integrity of the Major 

Seaway’s infrastruc- Maintenance 16,807 18,318 20,068 19,500 19,433 


ture and equipment. 


‘98-'99 ‘99-00 ‘00-'01 ‘01-'02 ‘02-'03 


Essential Works 
Projects 


In negotiating the 
new business plan Auth. Plan 26,814. 23,567 20996. 5457 0 ee STE, 125725 


with Transport 
Canada, SLSMC 
emphasized the need 


(in millions of dollars) 


to make adequate provision for the Seaway’s : The swelling of concrete creates serious opera- 
aging infrastructure. Maintenance costs ; tional problems. Valves no longer shut tightly, 
increase yearly, and decisions about a major : gates stick, various lock components lose align- 
investment in infrastructure renewal will : ment, expansion joints on bridges close up, 
become necessary before the end of this : and cracks develop in the structure. In addi- 
decade. The new business plan does respond  : tion, the locks shrink by 4mm annually in 

to these concerns, though to a lesser extent : width. Annual overhauls are required to pre- 
than SLSMC had hoped. Financial coverage for ; vent damage to mechanical components of the 
two essential projects, however, has been locks caused by the swelling concrete, and to 
acquired. The detailed plan for next year (year move back bridge abutments. bias ates 
6 of the Agreement) totals $35 million and : the modelling consultant for this project, has 
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developed a finite element analysis model to 
assess damage and predict future deterioration. 
Results to date show that cracks in the struc- 
tures will reach unacceptable levels within 

10 years. 


In response, SLSMC has developed a long- 
term strategy to guarantee structural integrity, 
and to restore the locks’ original width. We 
are monitoring AAR through inspection and 
testing, instrumentation and modelling pro- 
grams. All affected locks are now equipped 
with crack measurement apparatus and invert- 
ed plumb-lines on the lock walls. Preliminary 
feasibility and cost analyses for various over- 
haul alternatives are underway. Ultimately, the 
rehabilitation work will increase the useful 
life span of the Maisonneuve Region locks up 
to 100 years. 


Hydraulic Conversion Project 

Hydraulic applications are becoming more 
and more current in modern canal and dam 
systems around the world, including the 
Panama Canal locks. Growing maintenance 
and repair costs for the Seaway’s original 
mechanical drive systems, and the potential 
financial savings, safety improvements and 
technological control advantages of modern 
hydraulic equipment prompted the 
Corporation to investigate the possibility of 
conversion. 


A successful business case was prepared and 
Acres International was awarded a contract for 
a feasibility study, which included recommen- 
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Crack Injection in the cable galleries, 
St-Lambert Lock 


dations to proceed with converting the 
mechanical drives of specific components of 
the Welland Canal, at a cost of approximately 
$32 million. Converting the mechanical drives 
of other components will be reviewed at a 
later date. 


Three projects (valves, gates, and ship 
arrestors) were identified and approved for 
the next fiscal year. The majority of the fund- 
ing has been secured for subsequent years and 
is included in the new five-year business plan. 
The conversion project is a 6-year program, 
which will begin with selected equipment at 
Lock 6 in the first year, followed by the con- 
version of all equipment and the control sys- 
tem in Lock 7 in the second year, setting the 
stage for conversion across the system in the 
following four years. 


Remote Operation 

To improve operational efficiency, the Seaway 
launched a program to bring free-standing 
bridges under remote control from a central 
control station. 


Bridges 5 on the Welland Canal is now fully 
operational; control was moved to the Traffic 
Control Centre, and the bridge is operated by 
Traffic Control personnel. Work on Bridge 11 
is progressing and should reach completion by 
the winter of 2004. Bridges 4 and 21 will be 
fully automated and operated from a central 
control station by 2006. This will bring the 
operation of all isolated bridges to one centre. 


Navigation and 
Customer Service 


Reliability and System Uptime 


As an indicator of its commitment to provide 
a highly reliable system, SLSMC has estab- 
lished five different measures to monitor the 
waterway's reliability, efficiency and safety. 


Two measures of system reliability track the 
overall structure availability . The structure 
availability indicator, or system uptime meas- 
urement, considers all maintenance related 
delays including delays due to Seaway equip- 
ment malfunctions or breakdowns at locks 
and bridges. Over the nine months of naviga- 
tion in 2002, structures were not available 
0.2% of the time for maintenance-related 


reasons, a 0.2% improvement over the last 
two years. 


The second reliability indicator, Continued 
Availability, measures the overall system 
availability during the navigation season. It 
factors in all delays that are under our con- 
trol, with the exception of traffic-related 
delays. The continued availability indicator 
increased from 97.55% in 2001/02 to 
99.79% in 2002/03. The SLSMC also tracks 
two indicators to assess its performance in 
terms of efficiency. 


Over the past 3 years, there has been a reduc- 
tion of approximately 45 % in the number of 
hours ships are delayed in transit by causes 
within SLSMC control. Controllable delays 
include those caused by the operation, main- 
tenance or breakdowns of equipment; water 
levels; traffic management; and installation of 
navigation aids at the opening and closing of 
the navigation season. 


Transit time measures the 
Corporation’s commitment to 
efficiency. During the 2002 navi- 
gation season, 91% of vessels 
transited the Seaway system with- 
in the agreed-to norm. This indi- 
cates that our customers can rely 
on a high level of dependability 
in regard to transit time. 


The safety index tracks incidents 
such as vessel collisions and 
groundings, and vessel contacts 
with Seaway structures, no matter 
how minor. In 2002-03, there 
were 4 commercial vessel inci- 
dents where some damage 
occurred per 1000 transits; in the 
previous season, there were 5 per 
1000 transits. 


Automatic Identification System (AIS) 


Both Seaway organizations, with the assistance 
of the Volpe Center (U.S. Department of 
Transportation) have worked for a decade to 
develop and implement AIS, and as a result, 
the St. Lawrence Seaway is the first inland 
waterway in the world to take advantage of this 
new standard in navigation technology. 


The AIS system uses both shipboard and on- 
shore equipment. Aboard ship, a transponder 
broadcasts and receives information about ves- 
sel position (acquired by GPS satellite), vessel 
speed, course, heading, dimensions and (at 
the user's discretion) destination and ETA. 
Information from all surrounding ships is dis- 
played on each vessel's electronic charts or 
navigation system. Shipmasters and pilots can 
use this precise information to improve vessel 
safety dramatically, especially during adverse 
weather conditions. 


Nine VHF antennas located along the Seaway 
— the shore-side portion of the AIS network - 
were activated in August 2002. They capture 
the AIS signals broadcast by transiting vessels 
and return the vessels’ coordinates, heading 
and speed back to our Traffic Management 
System (TMS), helping traffic controllers to 
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better predict vessel movements and trends, 
and improve scheduling accuracy. 


The responses from vessels equipped with AIS 
have been very positive: 


more hips re fed wit ù 
one will quickly realize that it is going to be 
very useful in all aspects of our job. 


We are just beginning to explore the potential 
of this tool...it sure looks promising.” 


— Captain Georges Coté of the 
Canadian Prospector (August 2002) 


Vessels will also benefit from the shore-based 
network; TMS broadcasts back critical naviga- 
tion information, such as wind conditions, 
water levels, weir and dam outflows, as well as 
safety-related messages. 


Between August and December 2002, the 
Seaway leased 11 transponders from various 
manufacturers to test the network, giving ves- 
sel pilots and masters a preview of the benefits 
of the new system. Nine inland vessels were 
fitted with these units. Two portable units 
were used by the Pilotage Associations to test 
on various ocean vessels. 


Traffic control centres, vessel pilots and mas- 
ters filled out a survey for each transit, provid- 
ing information on the functionality and relia- 
bility of the new system. Tests continued until 
the end of the navigation season and modifi- 
cations were made to the system based on the 
experiences recorded, to ensure optimum con- 
ditions for official start-up in April 2003. 


With the opening of 2003 navigation season, 
all commercial vessels transiting the Seaway 
with a gross registered tonnage of 300 tons or 


more, and all passenger vessels carrying more 
than 50 people, require an IMO (Interna- 
tional Marine Organization) certified AIS 
transponder. 


Draft Optimization 

The Corporation is continuing to pursue the 
goal of increasing Seaway draft to accommo- 
date heavier vessels; however, implementation 
of deeper draft continues to be delayed by low 
water levels in parts of the Great Lakes. 


During the last year, much of the preparatory 
work was completed: 


e high spots in South Shore Canal levelled 

e high spots at Hamilton Island and 
International tangent removed 

e high spots removed above lock 7 and below 
lock 1 in Welland Canal 

e vessel squat curves developed for five main 
types of vessels transiting the Seaway and 
incorporated into Seaway water level spread- 
sheets to determine optimal speeds for dif- 
ferent loading conditions 

With AIS now in place to provide precise 

information for monitoring vessel speed and 

location, it should be possible to increase 

draft by up to 3” when water levels return to 

normal throughout the system. 


Season Extension 


A binational committee made up of the two 
Seaway Corporations and trade representatives 
continues to assess the feasibility of extending 
Seaway navigation to 10 months, consistent 
with the opening and closing dates of the Soo 
Locks. 


A market survey of the main shippers has been 
carried out to evaluate benefits, and the incre- 
mental revenues / costs for an extended season 
have been assessed. The necessary capital 
expenditure is estimated at over $50 million. 
A preliminary cost-benefit analysis has been 
prepared, and the committee members will 
finalize their report during 2003. 
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ISO Certification Extended to 
Traffic Control Centres 


In July 1998, the Corporation obtained ISO 
9002 certification from Lloyd’s Register for 
Marine and Ship Inspection Services, reinforc- 
ing the Seaway’s commitment to provide a safe 
and reliable system with a high standard of 
service. SLSMC plans to extend ISO certifica- 
tion to all services linked to the operational 
needs of our customers. 


In 2002, Traffic Control Services in both 
Niagara and Maisonneuve Regions obtained 
ISO 9002 (1994) certification. The process 
required the documentation of existing prac- 
tices and, in some cases, the implementation 
of new quality procedures to ensure consistent 
and timely service. Periodic audits and the 
implementation of corrective and preventive 
measures now provide a mechanism for con- 
tinuous improvement, which benefits both the 
Corporation and our customers. 


Work continues on the quality certification 
front, as ISO has now published new stan- 
dards to which the Corporation will need to 
conform. In addition, the Management 
Committee has identified Lock Operations as 
the next area to be certified. 


Inland Vessel Self-inspection Project 


In 2000, SLSMC offered ISO/ISM-certified 
companies the option of carrying out their 
own inland vessel inspections for Seaway 
requirements. SLSMC ship inspectors carry out 
random spot-checks of self-inspected vessels 
throughout the season. 


“The Digital 
Wave” symbolizes 


rs 


In 2001, Upper Lakes, Algoma and CSL indicat- Monthly Web Traffic : 

ed that, despite the convenience, the costs Page Requests for March-December | 2001 2002 | 2003 
involved in self-inspection place them at an 
economic disadvantage in comparison with 
non-participating companies. SLSMC reviewed 
the program in 2002 and introduced the use of 
a short form for the biannual inspections, the 
long form being completed only for the initial 
inspection. Participating companies agree that 
this modification provides a level playing field. 
Rigel Shipping Canada Inc. became a CSA 
member in 2002 and has included their three 
Canadian-registered ISO-certified tankers in 
the self-inspection program. 


140,000 


Web Site and E-Business Applications 


The binational www.greatlakes-seaway.com 
Web site has become the leading source of 
information on the Seaway for stakeholders. 
The latest Web traffic figures point to 107,000 
page requests in the month of March, 2003, 
continuing a >60% annual growth trend. 


calculate their shipping costs, review the capac- 
ity of every major port along the waterway, 


In addition to providing useful services to cus- contact agents and other service providers list- 
tomers, the Web site has a favourable impact ed in our “yellow pages” links section, obtain 
on the Corporation’s efficiency. Many Web information on transit requirements and regu- 
users are obtaining information that once had lations, file pre-clearance requests and transit 
to be issued by phone, fax, or Canada Post. declarations forms (which are automatically 
We have noted a marked decline in the routed to Seaway personnel), track the progress 
demand for printed copies of our publica- of their vessels on our real-time map display, 
tions, including our annual report, thanks to submit pre-arrival forms, and receive electronic 
efficient dissemination via our Web site. In copies of toll invoices for payment. 


2002, SLSMC implemented a comprehensive 
e-mail broadcasting system. Seaway Notices, 
Seaway Handbook updates, and a variety of 
other correspondence are now available by e- 
mail, with more than 850 stakeholders regis- 
tered by the end of the fiscal year. 


The Web site also increases our marketing 
reach. In the span of a single month (April 
2003) 2,189 showings of our new video, The 
Great Lakes St. Lawrence Seaway System — A Vital 
Waterway, were recorded, incorporating viewers 
from virtually every continent. Available in 
Our e-business services have steadily advanced both standard and high-speed (broadband) 
over the last 18 months. The Web site facili- versions, our bilingual Web video accommo- 
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dates a variety of users, effectively bringing our 
message to the desktops of businesses, govern- 
ments, and schools across the globe. 


Seaway Security and Safety 


System Security and Risk Assessment 


Some years ago, SLSMC began to examine its 
security position by undertaking a comprehen- 
sive threat and risk analysis (TRA). In the inter- 
vening time, the September 11" attacks, the 
continuing risk of terrorism and sharply rising 
insurance costs have combined to make securi- 
ty one of the Corporation’s top priorities. 


Internally, a corporate Security Committee was 
established to action the many recommenda- 
tions of the TRA and provide the assurances 
sought by our insurance underwriters. The 
Corporation amended its emergency prepared- 
ness policies, and incorporated external agen- 
cies and consolidated responses where appro- 
priate. Our new Risk Management and 
Security Program establishes common stan- 
dards for all regions and ensures ongoing, dili- 
gent risk management. 


In the past year, almost all the TRA recommen- 
dations have been implemented, including: 


e tightened control of access to all Seaway 
structures 

¢ more comprehensive security checks 

e improved fencing and signage against tres- 
passing on Seaway property 

e a site mapping project that identified critical 
areas where video surveillance cameras 
should be installed to protect assets and 
control unauthorized access to high-risk 
areas 


With the goal of creating a consistent 
approach to reducing its business risks, the 
Corporation recently conducted an enterprise 
risk management assessment. In this exercise, 
employees in all three regions identified the 
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risks they saw for each functional area, and 
the gravity and the likelihood of each risk. The 
results were then benchmarked to industry 
standards, showing how SLSMC compares to 
similar businesses. In a second exercise, the 
critical risks were ranked, along with existing 
mitigating strategies. 

Based on this information, the Corporation 
established tolerance levels and developed a 
plan to minimize the risks in areas where they 
were deemed above the acceptable tolerance 
level. SLSMC has compared its preventive 
measures to those of other marine operations 
and is confident the measures are effective; 
however, security will be examined further in 
the next fiscal year by a consultant hired by 
Transport Canada. 


Binational Security Meetings 

Every ship that transits the Seaway passes criti- 
cal infrastructure and large populated areas. 
Since the security of our binational waterway 
is an important joint concern, Canada and the 
United States have initiated a cross-border 
program to share intelligence and increase 
security boardings on foreign commercial 
ships entering the St. Lawrence Seaway and the 
Great Lakes. All the key system stakeholders - 
both Seaway corporations, Transport Canada 
and Transport Quebec, both Coast Guards, the 
pilotage agencies, the police organizations, 
and many others — have met a number of 
times in the past year to develop a concerted 
security plan. 


Both nations are working closely together to 
provide maximum security, while minimizing 
disruption to commercial shipping. Risk 
assessment inspections of vessels transiting the 
Seaway have increased, and SLSMC, with the 
U.S. Coast Guard, Transport Canada and 
SLSDC have conducted exercises to test and 
improve the boarding regime. 


All ships entering the St. Lawrence Seaway 
must provide 96-hour advance notification. 


Ships failing to give notice, or those whose 
notice is incomplete, are prohibited from 
entering the Seaway. The U.S. Coast Guard and 
the Canada Customs and Revenue Agency spe- 
cial analysis units screen the ship’s informa- 
tion and submit the crew and passenger list to 
a centralized information centre. If a potential 
threat is identified, the ship undergoes a secu- 
rity boarding by a team from Canadian agen- 
cies before it enters the Seaway and the Great 
Lakes. These boardings are in addition to ran- 
dom boardings and other security measures 
already in place. 


Vessel Safety 

In the past two years, SLSMC has implement- 
ed a number of changes in operating and 
supervisory practices to improve vessel safety. 
The changes complied with, and in some cases 
anticipated, directives issued by the Trans- 
portation Safety Board (TSB) following the 
Windoc incident in 2001, in which a vessel 
came into contact with a lift bridge on the 
Welland Canal. Action was taken in areas 
related to the medical fitness and supervision 
of employees, emergency preparedness and 
defences against inadvertent lowering of 
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bridges. Additional technical safeguards for 
the operation of bridges and other SLSMC 
structures are currently under study or in the 
process of being implemented. These technical 
measures include the use of cameras and sen- 
sors, and remote operations from a central 
control station. 


An emergency planning review, which was 
already underway, is now completed. An 
annual multi-agency planning exercise will 
ensure enhanced coordination of personnel 
and resources within the affected area in the 
event of an incident. 


To further enhance the safety of both vessels 
and employees, SLSMC has put in place an 
alcohol and drug abuse policy. Monitoring the 
medical fitness of employees, as well as drug 
and alcohol testing, are complex and sensitive 
issues that affect human rights and continue 
to be debated in the courts. However, SLSMC 
was able to establish procedures, in agreement 
with the Canadian Auto Workers (CAW), that 
take into account both human rights and the 
guidelines set by the courts, and meet with the 
approval of union, management and the TSB. 


With these additional measures in place, the 
St. Lawrence Seaway continues to build upon 
its 43-year record of safe and reliable customer 
service through a progressive management 
approach. 


Workplace Health and Safety 

The lost time injury statistics to the end of 
March 2003 continue to show a downward 
trend. The frequency and severity rates for the 
past year are at the lowest levels ever recorded 
at the Seaway. 


The Corporate Health and Safety Program 
requires the Regional Vice-Presidents to com- 
plete annual safety audits of each other's 
regions. These audits indicate that the level of 
proactive involvement with safety in the work- 
place is high and the programs in place are, 
for the most part, working. Safety inspections, 


toolbox meetings and safety committees 
appear to be showing positive results, with 
safety procedures being applied in both the 
maintenance areas and the locks. Minor find- 
ings were submitted to the regional Health 
and Safety Advisors for necessary action. 


Environmental Management 


The environmental impacts of Seaway opera- 
tions are highly regulated by the provinces of 
Quebec and Ontario and by the federal gov- 
ernment. When it took over responsibility for 
Seaway operations, SLSMC also acquired 
responsibility for lands, structures and storage 
facilities and has been working to identify and 
clean up environmentally threatened areas of 
its holdings, and to ensure that current facili- 
ties conform to all regulations. 


An Environmental Management System has 
been developed, and preliminary performance 
indicators have been defined and quantified, 
with reference to new legislation. 
Environmental impact matrices for major 
maintenance projects are completed each year. 
An updated database of potentially contami- 
nated sites is being prepared for auditing and 
field inspection purposes. Confirmed contami- 
nated sites are reported to Transport Canada’s 
Environmental Affairs Division, which over- 
sees remedial measures. The first target for 
management next year has already been iden- 
tified: the Melocheville Maintenance area, 
including a recently fenced waste disposal 
area. 


Underground storage tanks for petroleum 
products have been removed throughout the 
system, and any contamination has been 
cleaned up. The only remaining SLSMC-oper- 
ated underground heating oil tank in Quebec 
is located at the St-Lambert office. It complies 
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with CCME and provincial guidelines, and its 
leak detection system is verified every other 
year under the provincial regulations. In 
Ontario, the last two unused tanks have been 
removed in the Port Colborne-Niagara Region, 
and soil clean-up has been completed. One 
sand-filled tank remains under the headquar- 
ters building in Cornwall. 


Obsolete above-ground petroleum storage 
tanks used to fuel generators, lock equipment 
and the SLSMC fleet of vessels are also being 
replaced or upgraded according to plan. 


The Corporation still operates PCB storage sites 
at Melocheville and St. Catharines; these sites 
will be decommissioned as soon as we can ver- 
ify that no further PCBs remain on Seaway 
property. Decommissioned ballasts containing 
PCBs were found last year in Melocheville and 
were disposed of during the spring cleanup 
organized in March each year by Public Works 
and Government Services Canada for federal 
installations. 


SLSMC is also responsible for ensuring 
potable water at its facilities, and for septic 
systems. Water is tested and analyzed periodi- 
cally to ensure quality. The Niagara Region's 
Glendale Maintenance Centre was connected 
to the municipal sewer system last year, elimi- 
nating the sewage lagoon management and 
associated monitoring and reporting require- 
ments in that location. 


In 2002, channel maintenance projects were 
completed at the International Tangent and at 
Hamilton Island. Disposal of dredged materi- 
als in open water was allowed and the Depart- 
ment of Fisheries and Oceans required no 
compensation measures. 

Preparatory work was carried out for channel 
maintenance in the South Shore Canal next 
year. The environmental section of Public 


Works and Government Services Canada iden- 
tified potential disposal sites, prepared a sedi- 
ment sampling and testing program, and esti- 
mated project costs. Preliminary results of tests 
carried out by another consultant indicate 
widespread contamination by PCBs and heavy 
metals above the lowest effect level, but below 
the severe effect level. Eco-toxicity tests have 
been required by Environment Canada to 
determine whether disposal of the dredged 
materials in open water is acceptable. The 
potential impact on project costs is significant. 


Market Development 


Panama Canal 

Officials from the Canadian and American 
Seaway visited the Panama Canal for three 
days in April to learn about its technological 
improvements, modernization programs and 
ongoing expansion studies. The team also 
reviewed the Canal’s enhanced traffic manage- 
ment system, the communication, tracking 
and navigation-based control system, and the 
automated identification system. These sys- 
tems are uniquely customized for the Panama 
Canal and reflect the waterway’s trend-setting 
adoption of the most appropriate technologies 
to increase efficiency and safety, a strategy the 
Seaway is emulating. 


Market Research Studies and Strategic 
Business Development Plan 

The Research and Traffic Group has complet- 
ed two market research studies for the two 
Corporations. The competitiveness study 
compared the Great Lakes/Seaway route to 
other routes and modes for the shipment of 
various commodities. The market growth 
potential study analyzed opportunities for 
the Corporation to develop niche markets, 
attract new commodities and otherwise 
increase traffic. The results have been incor- 
porated in the Seaway’s business/trade devel- 
opment plan for the next three years, a plan 
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developed and carried out jointly by the two 
Seaway Corporations. 


Trade Mission to France and Spain 

A joint Canadian and U.S. trade delegation 
travelled to France and Spain in September 
2002. Our senior marine industry and govern- 
ment representatives attended meetings with 
European port and marine industry officials in 
Paris, Le Havre, Rouen, and Barcelona. 


The group met industry representatives from a 
variety of organizations, some of whom use 
the Great Lakes/Seaway system, or have done 
so in the past. One infrequent Seaway user 
indicated that a 27-foot draft could make the 
Seaway competitive with the Mississippi River. 
The trade mission confirmed that year-round 
service is also a key factor in competitiveness. 


Human Resources 


Extension of Labour Agreement 

SLSMC successfully negotiated a 15-month 
extension of the collective agreement with its 
unionized workforce. The agreement, which 
was to expire December 31, 2003, retains all 
current terms and conditions, provides for a 
wage increase of 3% over the course of the 
extension, and will expire on March 31, 2005. 
The SLSMC’s employees are the operational 
and maintenance workers who operate the 
locks between Montreal and Port Colbourne, 
together with members of the supervisory 
group. All are members of the National 
Automobile Aerospace Transportation and 
General Workers Union of Canada (CAW). 


Employment Systems Review 

SLSMC surveyed its workforce to determine 
how many employees are members of the 
four designated groups under the Employment 
Equity Act. Management, union and employee 
representatives were consulted on the survey 
design and implementation, and the partici- 
pation rate was an exceptional 93%. A con- 
sultant reviewed the Corporation’s employ- 
ment policies and practices for any systemic 
or attitudinal barriers to employees and appli- 
cants, with special emphasis on members of 
the target groups. The Joint Employment 
Equity Committee has prepared an action 
plan based on the consultant's recommenda- 
tions, which will be implemented over the 
next two years. 


SMART Performance Management 

The tools of SMART performance management 
continue to improve, and participation in the 
process now extends to the Operations and 
Maintenance unionized workforce. 


The latest of the SMART tools is recognition 
and appreciation of positive performance and 
efforts, based on the principle that “what gets 
recognized gets repeated”. A Recognition 
Toolkit of tips, techniques and strategies 
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assists managers/supervisors in making 
recognition an integral practice at the work- 
group level, where it can be most relevant and 
timely, and have the greatest influence. 


Leadership Development Training Program 
In 2002, we implemented a leadership train- 
ing program to help middle and upper man- 
agement motivate and enable employees to 
achieve organizational objectives. More than 
30 managers, including vice-presidents, partic- 
ipated in consultant-led two-day training ses- 
sions. Each participant also completed an 
intensive one-day assessment with an industri- 
al psychologist to diagnose leadership 
strengths and weaknesses. Then individual 
development plans, prepared with the help of 
advisors, were integrated with the SMART 
objectives for each person. Progress on achiev- 
ing development objectives is monitored 
through SMART reviews and during manage- 
ment meetings. 

A similar leadership training program for 
front-line supervisors will begin in May 2003. 
Supervisory Skills Training 

Effective supervisors must balance legislated 
requirements, contractual agreements and 


St. Lawrence Seaway Employees 
(Full Time Equivalents) 
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Business Plan - Succession Planning 

Lae . With over 30% of our workforce eligible to 
retire over the next 5 years (2003-2007), ongo- 
ing succession planning is a priority. Our suc- 
cession plan for all levels of management and 
key risk positions is updated annually. 
Improved tools for the process continue to 
develop, and strong links have been estab- 
lished with leadership training and the SMART 
performance management process. The expect- 
ed turnover will present opportunities also to 
achieve some employment equity goals. 


1998 1999 2000 2001 2002 2003 


corporate policies in managing front-line 
workforce performance to achieve SLSMC 
goals. To upgrade those skills, a Supervisory 
Skills Training Program was implemented in 
early 2002. The practical “how to” training 
modules in areas such as attendance manage- 
ment, problem-solving techniques, investiga- 
tive skills and change management have been 
well received. An ongoing program of addi- 
tional workshops will complement Leadership 
Development training for supervisors in 2003. 
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he St. Lawrence Seaway Management 

Corporation is governed by a nine-mem- 

ber Board, which meets as frequently as 
necessary to set and oversee the direction of 
the Corporation and review financial results. 
Their ultimate responsibility is to secure the 
long-term viability of the SLSMC, and of the 
Seaway as an integral part of Canada’s trans- 
portation infrastructure. To this end, the Board 


ensures that our operations will establish credi- 


bility with customers and the Saint Lawrence 
Seaway Development Corporation by provid- 
ing high quality; efficient service to all users 

without preference, fostering the competitive 
advantages of the Seaway, and ensuring a safe 


environment for our employees and customers. 


As part of its stewardship of the Corporation, 
the Board has responsibility for strategic plan- 
ning, risk management, succession planning, 
communications policy, and the integrity of 


the Corporation’s internal control and manage- 


ment information systems. It also defines the 


limits of management's authority, accountabili- 


ty, and rules on any activities or expenditures, 
which vary from or are not foreseen in the 
business plan or in the Corporation’s formal 
agreements with Government or other parties. 


Through the Governance Committee, which 
also administers the Code of Conduct, the 
Board ensures that the Corpora- 
tion’s annual objectives reflect its 
commitments under the business 
plan, the Letters Patent, and the 
Canada Marine Act, and ensures that 
no conflict of interest arise. This 
Committee also oversees and 
reports to the Board on the systems 
that manage the principal risks of 
the business, including environ- 
ment, scheduled maintenance and 
occupational health and safety. 


The Human Resources Committee 
ensures the development of succes- 
sion plans for all senior manage- 


SLSMC Board of Directors 
from April 1, 2002 to 
March 31, 2003 


ment positions, evaluates the performance of 
senior executives, reviews and fixes senior 
management salary and compensation poli- 
cies, and oversees the performance of the 
Corporation's pension plan. 


The Audit Committee, responsible for review- 
ing financial statements and for audit of the 
Corporation, also evaluates accounting and 
financial reporting policies, systems and inter- 
nal controls. 
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72 £2 aie review = the aie s Financial conditions 
aa and operating results after its fifth year of opera- 
tions should be read in conjunction with the financial 
- statements « on the following pages. The results of 2003 
| cover the period from April 1, 2002, to March 31, 
2003, -while the comparative numbers are for the 
bed of ae 1, 2001, to March 31, 2002. 


Overview | 


Financial Wisin 
and Corporation Reserve pe 


In 2003, the Corporation compléted. its fifth year Of 
operation, as well as the first five-year term of the — 

es business plan under the Management, Operation and 
" Maintenance Agreement signed with the federal gov- 
ernment in 1998. The financial success of the 
Corporation i is measured. by comparing the total cost 
- of operating expenses. against the business plan 


again performed better than anticipated in the busi- 
ness plan by successfully controlling its manageable 
. costs. A close watch on budget management is 

_ SLSMC’ S key to cost control. Regional management 
teams in Maisonneuve, Niagara and at the Head 

: Office. teview financial results monthly. Revised fore- 
~ casts. and variance analysis are prepared quarterly. 
This close scrutiny of costs permits management to 

à make adjustments as soon as negative | or positive 

x variances are foreseen. , 


The poto S combined spending level of man- 
- ageable costs and asset renewal expenses amounted to 
~ $83.7 million, compared to the business plan target of 
$86. 8 million. The favourable variance of $3.1 million 
~ is added to the N otional Corporation Reserve. This 
oak notional reserve is the benchmark for determining 
s whether toll rebates or reductions can be given to the 
= users of the Seaway System. Credits accumulated were 
a “used to rebate tolls during the 2002 navigation season; 
BE our customers benefited directly by receiving a 1.5% 

as Sees of their tolls for a total reduction of $0.962 mil- 
= ‘ lion. | 
pre Thé notional reserve balutice at the end of the 5" year 
YS of operations is $14.2 million, 


2 Since the Corporation achieved such a strong cost 
“à . control performance, The St. Lawrence Seaway 
ie Management CoRAAOE was able to reduce the Tariff 
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: of tolls permanently by 1.0%, starting with the upcom- 


ing 2003 navigation season. The present value over 10 
years of this 1% toll reduction amounts to $5.794 mil- 

lion, which will be reflected as a one-time reduction to 
the Notional Corporation Reserve. The toll reduction 


increases the Seaway’s competitiveness. 


Notional Reserve : 


amount March 31, 2002 $12.057M 
: Increase due to Cost Savings 

vs. Business Plan in 2002-03 $3.075M 
: Less Reduction for toll rebates 
: in 2002 Navigation Season : $0.962M 
: Net Corporation | 
: Reserve March 31,2003 $14.170M 

Decrease to reserve for 2003 

(Toll reduction of 1%) $5.794M 


established for the fiscal period. The Corporation has 28 


Financial Results 


RESULTS OF OPERATIONS 


Revenues 


Revenue, on the other hand, fell below the business 
plan target for the second year in a row. The 
Corporation's total revenue amounted to $65.365 
million in 2002-03, compared to the target of $73.864 


million, a shortfall of $8.499 million. Last year's net 


revenue was $64,495 million. However, the total 
revenue of the last 5 years (1998-2003) amounts to 
$366.1 million versus the business plan 5-year total of 
$367.8 million. The 5-year difference is only $1.7 


‘million, or less than half of 1%. 


In accordance with our new accounting policy, we have 


2 added a new item called Amortization of Deferred 
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Contributions related to Capital Assets — for an amount 
of $1.450 million in 2002-03, compared to an adjust- 
ed 2001-02 amount of $1.235 million. In prior years, 
capital asset acquisitions were funded by the Capital 
Trust Fund and the net contribution was credited 100% 
to the revenues of the year, although the capital assets 
would be amortized over their useful life. With this 
change, the contribution from the Capital Fund is 
credited to a deferred balance sheet account and 
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amortized on the same basis as the assets for which the 
contribution was made. The results for prior years have 
been restated to give a retroactive effect to the applica- 
tion of the policy to October 1, 1998. 


The Corporation carried out a physical count of all of 
its capital assets during the year. This resulted in some 
write-offs of assets as shown in the Financial 
Statements. One item amounting to $180,000 was the 
write-off of a technological project assessed as non- 
operational at year-end. 


The license revenue, which pertains mostly to the 
agreement with St. Catharines Hydro, was down to 
$402,000 from last year’s $866,000. Electrical power 
generation in our St. Catharines Powerhouse was 
reduced last year, following a requirement that limits 
water usage only to water that is required for naviga- 
tion in the Welland Canal. The Corporation is seeking 
other alternatives to fully utilize the Welland Canal 
power generation capacity. 


Investment income is derived from the working capital 


: ness risks and addressing them as they are identified. 


balances that are maintained in our bank accounts. On 


a quarterly basis, the Corporation remits any excess 
cash to the Capital Fund Trust or, in case of cash short- 
fall, funds are obtained quarterly from the Capital 
Fund Trust . The management of the funds generated 
by the Corporation is subject to terms established by 
the Capital Fund Trust, which was established as of 
October 1, 1998, upon the transfer of responsibility for 
the Seaway to the Corporation. 


Expenses 


Operating expenses for 2002-03, related to the man- 
agement and operation of the Seaway infrastructure, 
amount to $58.4 million, an increase of 9.80% from 
the previous year’s total of $53.2 million, but still 
under the business plan target of $60.7 million. 


Salaries and wages paid to employees rose by $1.14 
million or 3.34% from last year’s amount. The current 
and future employee benefits and pension costs rose by 
22.7% to a total of $13.7 million from last year’s $11.1 
million. Continued high health insurance costs and 
lower than expected investment returns on pension 
plan funds contributed to the increased costs of 
employee benefits. The combined salaries and wages 
paid to employees plus the employee benefits and pen- 
sion costs totalled $48.8 million or 83.5% of the total 
Operating costs. In 2001-02 the total salaries and 
wages paid to employees plus the employee benefits 
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and pension costs totalled $45. 2M, or 84. 9% of eee 
operating costs. The Corporation reduced its full-time 
equivalents (FTEs) from 619 in 2001-02 to 606in 
2002-03, with tighter control on ‘overtime ue atten-. fee: 
dance. 1 Re 2 


The other operating costs amount to $9.6 million for … 
2002-03, compared to $8.0 million for the previous __ 
fiscal year. Two thirds of the increase comes from 
insurance costs, which continue to increase at levels far 
above planned amounts. . The infrastructure and liabili- 
ty insurance for 2002-03 amounted to $2.29 million, | 
compared to the previous year's $1.23 million and 
$0.67 million two years ago. This is a 240% increase in 
a three-year period. As part of its strategic objectives, 
the Corporation has been actively evaluating its busi- 


The insurers are kept advised of progress and it is. 
hoped that insurance premiums will be positively 
affected by more active risk management. 


The other operating costs, excluding i insurance - 
expenses, amount to $7.3 million this year, as opposed 
to $6.77 million in the previous year — an increase of — 
7.8%. Energy costs increased during the year and con- 
tributed to increased electricity, heating and gasoline 
costs. The Corporation continues to seek ways to : 
reduce its operating costs. During the year, a vehicle 
management study was performed by an outside con- 
sultant. Several areas for improvement were found and — 
will be implemented to optimise the Ds of. 

all Seaway vehicles. 


Asset Renewal 


The asset renewal program, representing the cost of | 
maintenance and major repairs of locks, canal prides : 
buildings and other infrastructure assets, totals mS 
$22.9 million for the current year, compared to ers a i 
million for the fiscal year 2001-02. : 


The amortization expense of $3.068 bon forthe 
year ending March 31, 2003, is lower by $86,000 than : 
the previous year’s amount and is consistent with the — 
accounting policy described in Note 4(d). 


Liquidity and Funding - Cash Flow 


The liquidity and funding of the Corporation à are 

clearly set out in the Maintenance and Op a a 
Management Agreement and the Trust Agreement a 
Transport Canada. The Corporation’s deficits (if any) : 
are to be reimbursed by the Capital Fund, while the. 


res 


aq SATE 
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i tO the Capital Fund. In 2002-03, the Corporation : from $1.763 million to $2.732 million. (Notes 7 and 
|  remained in a negative cash flow position for the sec- 13 explain the amounts owed or paid by the Capital 
ha _ ond year in a row, due to substantially reduced toll rev- : Trust Fund for the capital asset acquisitions and the 
‘4 enue. In the first three years of the business plan, the : contribution towards the Corporation’s deficit.) 
- Corporation produced positive cash flows and funds 
_ were returned to the Capital Trust Fund. Inthe last  : The Corporation maintains the minimum working 
two fiscal years, the Corporation has drawn from the capital and cash in the bank that is required to meet 
__ Capital Trust Fund. The 2002-03 contribution towards; Al of its financial obligations to its employees and 
: | operating expenses was $13.588 million, compared to trade creditors. The cash level at March 31, 2003, was 
* $11.147 million in the previous year. The contribution : >:910 million, compared to the previous year's 
_ towards capital acquisitions was also up in 2002-03. $1.394 million. 


. _ FIVE YEAR REVIEW (periods ending March 31; $ 000’s) | 
È à Res 2003 2002* 2001 * 2000* 1999? 
(6 months) 


Revenues” 

Tolls Ee Ae $ 63,524 $62,025 $ 73,383 $73,234 $28,675 
Other navigational revenue | 1,380 1,360 1,208 1,161 395 
License fees, 2 , Rte ‘402 8062105 513 261 
> Investment income | 273 219 371 424 552 
Gain on sale of capital assets (214) 25 54 694 - 

_ Amortization of deferred contributions 

related to capital assets 1,450 $5235.9.%-1,066 576 107 


66,815. 65,730 7Z,097 51:7 6,602 9.229990 


Expenses, PE 

D: Operating © 2 58,429.25 53,216. 53455 - 51.230. 27.921 
© AssenreneWwal =. 2 22,897 22,750 23,398 20,898 16,964 
 Amortization of capital assets 3,068 3,154 3,192 3,028 1,262 


84:394-° 79,120: :80:045 : 75,156" “46,147 


Excess of (expenses over revenue) 

revenue over expenses 

-_ before the undernoted (17,579) (13,390) (2,948) 1,446 (16,157) 
=  Departure incentives - : à (512) (913) 
_. Special examination (6) (259) - : ; 
= Transaction costs (18) (144) (114) (352) (1,085) 
Contribution (to) from Capital Trust Fund 13,588 11,147 630 (4,113) 16,917 


Net excess of (expenses over revenue) 


revenue over expenses $ (4,015) $ (2,646) $ (2,432) $ (3,531) $ (1,238) 


… * Re-stated (see note 5) 
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MANAGEMENT'S. RESPONSIBILITY FOR FINANCIAL REPORTING 


he accompanying financial statements of The St. Lawrence Seaway Management Corporation and all 
information in this Annual Report are the responsibility of nu 


The financial statements have been Fo by management in de wah generally accepted 
accounting principles consistent with the accounting policies set out in the notes to the financial state- . 
ments. Where necessary, management has made informed judgements and estimates in the recording of | 
financial transactions. Information contained elsewhere in the Annual Report 1 is consistent, wees | 
applicable, with that contained i in. the financial statements. — . 


In fulfilling its responsibilities, management has developed and maintains systems of internal control 
designed to provide reasonable assurance that the Corporation’ s accounting records are reliable and 
provide a sound basis for the preparation of the financial statements. Policies and procedures are 
designed to ensure that transactions are > appropriately authorized and assets are safeguarded from loss « or 
unauthorized use. | PURE nas oy pee ee a Voie 


The Board of Dieu carries out its responsibility for review of the anual financial statements. princi- 
pally through the Audit Committee. ihe Board of Directors has ue an Audit Committee consiste 
ing of three outside directors. | 


The Audit Committee meets during the year, with management, the internal and external auditors, to, Se 
review any significant accounting, internal control and auditing matters to satisfy itself that management 
responsibilities are properly discharged and to review the financial statements before they are presented 
to the Board of Directors for approval. ; 


The external and internal ei have full and free access to the members Of the Audit Committee with 
and without the presence of management. 


The independent auditors ES & Touche LLP, whose report follows have audited the financial 
statements. 


1 
Richard Corfe Carol Lemelin bee 
President & CEO Vice-President, Finance and Administration 
May 1, 2003 
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3 ro > the Menus DE 
The St. Lawrence Seaway Management Corporation 


eae bac audited the balance sheet of The St. Lance Seaway Management Corporation as at 

< March 35 2003 and the statements of revenue and expenses, changes in net assets and cash flows 
for the year 1 then ended. These financial statements are the responsibility of the Corporation’s manage- 
mer te Our responsibility is to ‘express an opinion on these financial statements based on our audit. 


We conducted « our audit i in tr with. Caradian generally accepted auditing standards. Those 
standards require that we plan and perform an audit to obtain reasonable assurance whether the finan- 
il statements are free of material misstatement. An audit includes examining, on a test basis, evidence 
à pporting the amounts and disclosures in the financial statements. An audit also includes asséssing the: 
Te nine Principles u used and aie estimates made by. management, as well as evaluating the 


‘Deloitte & & Touche LLP 
Chartered accountants. 


“May 1, 2003 | 
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STATEMENT OF REVENUE AND EXPENSES 
year ended March 31, 2003 ($000's) | 


2003. 
REVENUE SR 
Tolls = Co . 
Other nent Dre | ne nu : ae 1,380 a 
License fees : a ons ra à 402 
Investment revenue = e reves à ae > 214 
Gain (loss) on disposal of capital assets | Soe 3 | (214) 
Amortization of deferred contributions related to à PH 5 : 
capital assets (Note 11) sree 1,450 
| , SCSI 
EXPENSES | oe 
Operating aos . me Nr 58,429. | 
eset renewal | | | ce 22,897: 
Amortization of capital assets Fe oe eh oe 3,068 : 
84,394 


Excess of expenses over revenue before special 
examination costs, transaction costs and contribution 


from Capital Fund Trust CR ( 17,579) 
Special examination costs aie aS (6) 352 À 
Transaction costs (Note 14) i es Be ties (18) 
Contribution from Capital Fund Trust (Note 13) | 13,588 | 
EXCESS OF EXPENSES OVER REVENUE tees (4,015) 


FINANCIAL STATEMENTS APPROVED BY THE BOARD 


Robert Swenor : Richard Corfe 
Director Director 
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2002. 


oi. i 
ie 2 Si 


: BALANCE SHEET 
as at March 31, 2003 Gooo ‘s) 


2003 2002 
(Restated) 
ee elite (Note 5) 
m= | CURRENT ASSETS 2 
Bes $ 5,910 TORRES: 
3,830 4,121 
2,496 2,340 
1,569 934 
: | 13,805 8,789 
ne FROM CAPITAL FUND TRUST (Note D. 3 28,039 31,550 
CAPITAL ASSETS (Note 8) Bates 11,583 12,290 
DUE FROM EMPLOYEE TERMINATION BEN EFITS S 
_ TRUST FUND (Note he are el 890 SF 1S, 983 
ACCRUED BENEFIT ASSET nn SE FES Pt) ASD 2,776. 
| $ 70,086 ei 
CURRENT. LIABILITIES . | 
Accounts: payable and accrued liabilities 2s (N ote 6). $ 11,670 $ 10,234 
Employee Benefits Payable 1,394 1,424 
. Due to. Employee Termination Gea due he a | 
ie Benefits Trust Fund (Note a0} gia cs 303 390 
Le Deferred revenues. ; | 1,646 : 1,028 
15,013 | et TT 07 
EMPLOYEE T TERMINATION BENEFITS A ) | 13,890 13,283 
DEFERRED CONT RIBUTIONS RELATED | ; 
: TO CAPITAL ASSETS (Note 11) ss 8,386 7,104 
ACCRUED BENEFIT LIABILITY (Note à 17,059 | 15,472 
3 39,335 35,859 
54,348 48,935 
| NTA ASSETS | | : 
_ Invested in pitt assets | 5 3,197 5,186 
Equity in Canada (Note 12) 12,541 14,567 
a ee ee Luis 15,738 19,753 
D SR ama rea | 
we a aia Ro cr ë. : es SRE | SR $ 70,086 $ 68,688 


a 
#2 
“<a 
= 
om 
T4 
Ry 
520 
; 
i 
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© STATEMENT OF CASH FLOWs ~ = 
_ year ended March 31, 2003 (000 CR Sa = = 


N ET IN FLOW (OUTFLOW) OF CASH RELATED 
210 THE FOLLOWING ACT IVITIES: Se 


OPERATING. : Fe nap A eens ee Ja eae ee 
Excess of expenses over revenue 
Items not affecting cash =. | Byte oe ee 

Amortization of capital gestion tite eee eee, enr 
(Gain) loss on disposal of capital assets oe oR 
_ Amortization of deferred contributions related to capital assets a 5 
Employee: future benefits variance . : Bee 


ñ 


: Changes in non- cash operating working capital items 
Increase in employee termination benefits —_ oe 
Decrease in 1 due to Receiver General for Canada 


FINANCING EEO CRU Re a a 
Contributions from the Capital Fund Trust towards acquisitions 
of capital assets. : eee een 
Decrease in due from Capital Fund Trust | Reyes 


INVESTIN oy 
Increase in Employee cerita an Benefi ts 
Trust Fund ? 
Acquisitions of capital assets m2 
Proceeds from sspoem of capital assets 


NET CASH INFLOW 
~ CASH, BEGINNING OF YEAR 


CASH, END OF YEAR 


Invested in 


ees 3 _ Equity of Operating 2003 2002 
a à : ‘Capital Assets Canada Deficit | (Restated) 
rs Ce (Note 5) 
EGINNING © 3 à | 
$12,290  $ 14,567 abe $ 26,857 $ 28,975 
adjustments (Note Su oe ORGAO AY Ph SR (7,104). (6,576) 
| BALANCE, BEGINNING OF YEAR _ : : | | | 
Be 186 à {a 567, OS 19,753 22,399 
XCESS OF EXPENSES | RP ee. He | 
ue A = Sone RE : ea (4,015) (4,015) (2,646) 


t acquisition — NES Sys a ae ; 
of capital assets. ee eerie 2,300 ee mae (2,361) 
apital assets. Re on PÈRE ) 

Gack 5 net of CN EE 

amortization — . rip nlL282) 0: - | iho 9 Ui ET : 

Employee fie = | ue ae 1 ae . : 
ire pe ee ee (1,594) 17594 - - 
t supplementary _ Bc eh et a | 

pension is ie en (430) 432 - - 
Amortization of a ee ee oa | 

ie assets Fe Se _ (3,068). - 3,068 : : 


$ 12,541 $ 15,738 


= eee Fe 1972 $19,753 


— | INCORPORATION N. à is : The transferred assets included all of the movable capi- 


: tal assets, intangibles and working capital of SLSA. 
LS “he St. Lawrence Seaway Mn cnent a ot i Ownership of the real property, locks, bridges, build- 
. (the Corporation) was constituted as-a not-for- : ings and other fixtures was transferred to the 

profit corporation under Part II of the Canada & Government of Canada on wind-up of SLSA. 


Corporations Act, on July gth 1998. Pursuant to an 
agreement with her Majesty, certain assets of The St. 
‘Lawrence Seaway Authority (SLSA), a Crown 
Corporation, were transferred effective October 1, 
1998, to the Corporation. These assets relate to the 
operation of The St. Lawrence Seaway comprising a 
deep waterway between Montreal and Lake Erie (the : Furthermore, on wind-up of SLSA, the surplus funds of 
Seaway). As a result of a further agreement with the : the Corporation were transferred to a second trust 
Minister of Transport, the Corporation assumed i created for the purpose of funding future deficits arising 


On wind-up of SLSA, a trust was created to fund the 
accumulated entitlement of the Seaway employees who 
were to be transferred to the Corporation, in respect of 
their vested termination benefits, known as The 
Employee Termination Benefits Trust. 


244 responsibility for the management, operation and : from the operation and maintenance of the Seaway. 
a . maintenance of the Seaway for a period of ten years : This trust, the Capital Fund Trust, was created on 
e [eenewahle for a further ten Jean): | : October 1, 1998 with a capital of $29,401. The current 


a RE RE 
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NOTES TO THE FINANCIAL STATEMENTS 
year ended March 31, 2003 (S000's) 


1. INCORPORATION (CONT'D) 


assets and current liabilities of SLSA as at that date 
were transferred to the new corporation with the 
requirement that the net proceeds from realization of 
accounts receivable, after discharging the transferred 
debts of SLSA, would be paid into the Capital Fund 
Trust on a quarterly basis. 


Immediately following the transfer of assets to the 
Corporation from SLSA on October 1, 1998, pursuant 
to a directive from the Minister of Transport, the 
Corporation transferred $24,000 to the Capital Fund 
Trust to increase the funds available to $53,401 to fund 
future operating deficits in accordance with the terms 
of the Management, Operation and Maintenance 
Agreement. Transfers of funds to the Corporation to 
cover future deficits as they occur will be accounted for 
as revenue in the statement of revenue and expenses. 


The Corporation is the Trustee for both of these trusts. 


The navigation season of the Seaway is.a period of 
approximately nine months commencing around the 
beginning of April each year and ending about the end 
of December. As a consequence the revenue is earned 
in the first nine months of the fiscal year (which 
begins on April 1) while most of the maintenance and 
asset renewal costs are incurred during the period of 
time when the Seaway is closed (January to March). 


2. OPERATING AGREEMENT 


he Corporation was mandated to manage, operate 

and maintain the Seaway in accordance with a 
Management, Operation and Maintenance Agreement, 
which requires the Corporation to submit five-year 
business plans throughout the term of the agreement, 
to the Minister of Transport. The business plan 
includes anticipated revenues and operating costs and 
an “Asset Renewal Plan”. The Corporation is autho- 
rized to charge tolls and other revenues to finance the 
- Operation and maintenance of the Seaway, and to 
recover from the Government of Canada such addi- 
tional funds, to eliminate operating deficits when 
required, in accordance with the terms of agreement. 


The above agreement also provides for the formation of a 
“Capital Committee” comprising two representatives of 
the Corporation and two representatives of the Crown 
who will review annual plans for the capital, maintenance 
and asset replacement requirements of the assets under 
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administration of the Corporation. The Committee 
reviews the Asset Renewal Plan each year and determines 
if it is appropriate or whether any changes are warranted. 


As March 31, 2003 was the final year of the initial busi- — 
ness plan, an agreement was reached in April 2003 with 


the Minister of Transport for an approval of a second - 
five-year business plan to expire in March 2008. - 


3. CORPORATION'S 
RESERVE ACCOUNT 


he Corporation is mandated under the 
Management, Operation and Maintenance 


Agreement to establish a notional reserve account. The oe 


account is increased in respect of recoveries of operat-— 
ing costs incurred by the Corporation, through govern- 
ment contribution, insurance or indemnity, as well as 
favourable variances in operating costs and asset _ 


renewal costs between those incurred in any year and — i à 
the projected costs according to the business plan. The … 
notional reserve is reduced by unfavourable variances 


in actual operating costs and other adjustments. The 
notional reserve is to be used as an indicator of the 


amount by which future toll increases may be adjusted, _ 


when taking into account the future operations of the 
Seaway, as evidenced by the Corporation's business 


plan. The Corporation’s notional reserve as at 2003 is | 


$14,170 (2002 - $12,057). 


4. SUMMARY OF SIGNIFICANT 
ACCOUNTING POLICIES — 


he financial statements have been prepared in 

accordance with Canadian generally accepted 
accounting principles for not-for-profit organizations. 
A summary of significant accounting policies follows: 


a) Revenue 


Toll revenue and other service charges are recognized 
as revenue when earned. 


b) Supplies inventory 


Supplies inventory comprises equipment and supplies 


used in the operation and maintenance of the Seaway. 
It includes spare parts which were transferred to the _ 
Corporation on October 1, 1998. Certain parts were 


transferred at nominal value. Supplies are recorded at See 


average cost. 


Res TE oe 


ERP EE ut 


open 
Farc 


SE 


RE ene an eae 


ee ihe Corporation i is exempt from income tax under sec- 
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Income taxes 


; tion 149(1) (1) of the Income Tax Act. 
: “à Capital assets 


is Capital assets oF the CRAN consist of temporary 


_ structures, movable assets such as motor vehicles; small 


| vessels employed i in the operation of the Seaway; office 


_. furniture and equipment, including computers and 


related software. Such assets are capitalized if they 
have an pa cost of at least $3,000 (three thousand 
Bs dollars). 


RES Additions are eeeled at cost. The cost of assets sold, 


% retired or abandoned, and the related accumulated 


amortization are removed from the accounts on dis- 


posal. Gains or losses on disposals are credited or 
Be charged to operations. 


S Amortization i is recorded using the straight-line 
-. method based on the estimated useful service lives of 
4 the assets. 


a The Coronation treats all major maintenance and 

~ refurbishment costs, as well as any additions to exist- 
ig ing capital assets of the Seaway which were transferred 
to Canada on the wind-up of SLSA, (defined as “exist- 
Se ing managed assets”), as operating costs. 


de Contributions related to capital assets 


es The deferral method of accounting for contributions 
… related to capital assets is followed. Contributions are 
recognized as revenue in the year in which the related 
amortization for such assets is expensed. 


a : n Employee termination benefits 


Dilqiées of the Corporation are entitled to specified 
benefits as provided for under labour contracts and 
conditions of employment. These benefits include 
-accumulated sick leave and furlough leave which are 
_ payable upon termination of employment. Usually, 
the benefits correspond to the greater of a week’s salary 
(two weeks for the first year of service) for each year of 
| service, up to a maximum of 28 weeks or 75% of the 
balance of the employee's accumulated sick leave days. 
_ Employees are allowed 15 days of sick leave per year. 
_ The liability for benefits is recorded in the accounts as 
the benefits accrue to the employees. 


39 


g) Pension plan 


All former employees of SLSA who were transferred to 
the Corporation on October 1, 1998 are covered by the 
Public Service Superannuation Plan administered by 
the Government of Canada for service up to March 31, 
1999, The Corporation has established its own 
defined benefit pension plan and employees were 
allowed the option of transferring their entitlement to 
the new plan or remaining with the Public Service 
Superannuation Plan. New employees, effective 

April 1, 1999, become members of the Corporation’s 
pension plan. 


5. PRIOR PERIOD ADJUSTMENT 


he Corporation. has reclassified certain externally 

restricted contributions to deferred contributions 
relating to capital assets in order to present the nature 
of the restrictions. Contributions for the purchase of 
capital assets that will be amortized have been reclassi- 
fied as deferred and are recognized as revenue on the 
same basis as the amortization expense related to the 
acquired capital assets. 


This change has been applied on a retroactive basis 
and, accordingly, certain comparative figures have been 
restated. This change resulted in a decrease in net 
assets invested in capital assets and an increase in 
deferred contributions related to the capital assets of 
$7,104 as at March 31, 2002 ($6,576 as at March 31, 
2001) and an increase in amortization of deferred con- 
tribution for the year ended March 31, 2002 of $1,235 
and a decrease in the contribution from the Capital 
Trust Fund charged to operations totalling $1,763. 


6. ACCOUNTS RECEIVABLE 
ACCOUNTS PAYABLE AND 
ACCRUED LIABILITIES 


hese accounts are incurred in the normal course 

of business. They are usually receivable or 
payable within a month and are non-interest bear- 
ing. The carrying amount of each approximates fair 
value. 
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7. DUE FROM CAPITA L'FUND TRUST : tous and other short terra a requirements 
| ( LES ace toes We AO ee with the Trust Agreement. se ey 

he Corporation has an amount receivable from the  : Ne 

Capital Fund Trust to cover specific Seaway support  : Changes i in the Fine ue from the Capital Fund 5 


obligations such as the Corporation's deficits, net capital! Trust at March 31, were as follows: 


2003 En 2002 


Net balance, beginning of year LR MR SE CR GTS 0 . 39, 051 
Net set off of opening accounts receivable and an appl aeons ee ae Mere 
accounts payable : : . iy DR Hee at 196 2 
Cash requirement paid by Capital F Fund cu CL OOO) ot oko “08, 300) 
Payment of previous year’s deficit _ ; se (12/9107 (2: ee 
Contribution receivable for capital acquisitions AU = SES SES AR PAR 
Contribution receivable for operating expenses | 13,588 un ie 147. 
Net balance, end of year : Mates : $ 28,039 ; FES 31,550 ae 
de ee RASE 
ee | 2003 à D DORE ee 
~ Amortization Accumulated Net Book Net Book 
Rate Cost Amortization ~ Value : Value — 
Information on ) es eis 
technology systems 20% $ 13,143 $10,116 $3,027 — G3 FBT 
Vehicles 10-20% 5,200. 3,596. = 1,604 1,655. 
Floating equipment 2-20% 4,088 3,133 OOS eS ee ny Gas 
Machinery and | ese ; Gy Tat eas et 
office equipment 2-20% _ 4,107 2,421 1,686 “LOL 
Infrastructure | mp 
equipment 2-20% 7,852 … 4,069 3,783 Hs 3716 
Assets under | ee , 
construction : 528 se 528 4 M6 
-$ 34918 $23,335 5) "11,583 10200 


health and life insurance for retired employees. 
Information about the defined benefit plan and 
post employment benefits, other than pension, 

is as follows: . 


Supplementary “> Other 


Set ee cents Pension «+ Pension | Benefits 
| eet Benefit Plan :. Benefit Plan = Plan 
$ 86, 062 CS CODES $ 30,500 
4,883. 76 1 105: 
Re re oe 6,000. 7 eas 2,030 
Be PT BRO LF : ONDE ee 
(789) Bong Whee (1,326) 
ze PR pee Di eae ae ae : 


eae Jon 1,093 


$ 33,402 


$ 94,170 


6,487 12 : 

AIT 0e 720 1,549 
(13,840) (8) : 

A550 70 = - 
1780). - (1,326) 


-$ 91,805 


(5,901) | $ 282 $ (18,925) 


1,888 — 58 $ 
6,350 92 1,866 


$ 2,337 060483 So $17,059) 


0 CC CC te 
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9. POST EMPLOYMENT BENEFITS (CONT'D) 


Significant assumptions 
The significant actuarial assumptions adopted i in 


Discount rate 
Expected rate of return on plan assets 


Rate of compensation increase 


ar EO T TE 


For measurement purposes, an 11% health care cost 
trend rate was assumed for 2003, decreasing gradu- 


ally to 5% in 2010 and remaining at that level there- 


after. 


The expected rate of return on other benefits plan is 
0% because the terms whereby the Employee 
Termination Benefits Trust Fund was established 
provide that all the income earned by the Trust Fund 
is to be transferred to the Capital Trust Fund. 


10. EMPLOYEE TERMINATION 
BENEFITS TRUST FUND 


his amount represents the funds set aside for the 

accrued employee termination benefits liability 
of the Corporation which is represented by the 
assets in the Employee Termination Benefits Trust 
Fund. 


+ Va: | 
ye aoe ve, « 


measuring the Corporation’ s accrued benefit obliga- oe 
tions are as follows: | 


\a 
< A 


(Weighted average assumptions as of January 1, 2003) — ne 


- Supplementary Other 


Pension Pension Benefits 
Benefit Plan Benefit Plan ~ Plan 
675% 6.75% 6.75% 

6.75% . 6.75% 0.00% 

4.50% 4.50% 4.50% 


11. DEFERRED CONTRIBUTIONS — 
RELATED TO CAPITAL ASSETS 


eferred contributions related to capital assets repré. ae 

sent contributions from the Government of Canada oe 
for the acquisition of capital assets as per the 
Management, Operation and Maintenance Agreement 
and are amortized at the same rate as the capital assets ab 
they represent. : eae 


The deferred contributions balance for the er are . 
composed of the following: 


200 


2003 

Balance, beginning of year $ 7,104 $ 6,576. ; 
Plus: Current year acquisitions FT TUE 

of capital assets 2,732 1,763 yo 
Less: Amortization of assets - se 
acquired with | 
deferred contributions (1,450) 
Balance, end of year $ 8,386 $ 


| NOTES: TO THE FINANCIAL STATEMENTS 
year ended March 31, 2003 (Sooo's) » 


om “Equity OF CANADA 


_pon A of certain assets a SLSA to the 

; ~ Corporation on October 1, 1998, the Corporation 
signed : a general security agreement with the 
Government of Canada covering all the assets of the 
Corporation, evidenced by a limited recourse term 
‘promissory : note with a face value of $36,000. The 
note is payable without interest on the earlier of (a) 
March 31, 2018, and (b) the termination for any rea- 
son whatsoever, of the Management, Operation and 
Maintenance Agreement. Recourse by the Government 
of Canada i is limited to a) the collateral as defined in 


‘Secuted: Asitibution of Can 
Contribution to the Capital Fund Trust 
Contributed Rerntal 


the general security agreement; and b) the 
Hypothecated Property (as defined in the Deed of 
Movable Hypothec between the Corporation and 
SLSA); and set off against the Purchase Price (as 
defined in the Option Agreement between the 
Corporation and Her Majesty). 


The amount recorded as contributed capital arose from 
the write-up of assets, other than capital assets trans- 
ferred from SLSA to the Corporation for one dollar 
($1) on October 1, 1998, to their book value prior to 


? transfer. Contributed capital is adjusted annually for 


the post retirement benefits variance. 


2003 — 


2002 

$ 36,000 $ 36,000 
(24,000) (24,000) 
541 2,567 

$ 12,541 $ 14,567 


13. ‘coon UTION FROM THE 
oe CAPITAL FUND TRUST 


| mie Corporation i is entitled to a contribution from 
_ the Capital Fund Trust to fund the operating 
: deficit and capital asset acquisitions in accordance 
with the Operations and one Agreement. 


Excess of expenses over revenue — 
a Plus: Transaction costs 
| EE _(Loss) Gain on disposal of assets 
2 Special examination costs 
4 - Amortization of deferred contributions 
related to capital assets 


Less Proceed on dale Be capital assets 
| Post retirement benefits 
2 if | Amortization of capital assets 


| Contribution hen Capital Fund Trust towards operations 


| Contribution from Capital Fund 1 Trust towards 
acquisitions of capital assets 


The contribution towards operations is equal to the 


excess of expenses over revenue, increased by transac- 
tion costs related to the commercialization of the 
Seaway adjusted for the non-cash items for amortiza- 
tion, the undepreciated cost of capital assets disposed 
of, and the post retirement benefits variation. 


2003 2002 

$ 47,579 $ 13,390 
18 | 144 

(214) 2 

6 259 

1,450 1,235 
(157) (58) 
(2,026) (694) 
(3,068) (3,154) 

$ 13,588 $ 11,147 
$ 2,732 $ 1,763 
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14. TRANSACTION Costs 


osts associated with the transfer of assets and oper- 
ating responsibility of the Seaway from SLSA to the 


Corporation, as defined in the Management Operation 


and Maintenance Agreement, which are not anticipated | E 
to recur, have been separately charged to operations as ‘ 


1 z CONTINGENCIES 


transaction costs. ’ 


15. RECOVERABLE EXPENSES ~ 


n the normal course of business, the Corporation 5 
performs services for other entities and can be 


reimbursed for expenses incurred relating to mainte-— 2 
nance and labour costs. In the current year, the total 


of expenses recovered is $3,677 (2002 - $3,488) 
which has been treated as a reduction in operating 
expenses. 


$4, 273 (2002 45, 15) 


ie | Canada. 


a 


as follows: prams 
its committees. : 
Robert J. Swenor 


Marc Dulude 


8. DIRECTORS’ AND OFFICERS’ REM UNERATION 


As Tequied by the Canada Marine Act, the remuneration earned by the directors and officers, in actual dollars, was 


Denise Verreault 


5 Appointment : 
“Date: =. 


July 1998 
November 1998 
September 2000 


July 1998 | 
. November 1998 


August 1998 


August 2001 


September 1998 


November 1998 
November 2000 


November 1998 
November 2001 — 


: December 2000 
- January 2001 


October 2001 


à December 2001 : 


De January 2002 
May 2002. 


NOTES * To THE FINANCIAL STATEMENTS 
year ended March 31, 2003 


Committee and position 


Board 
Governance 
Human Resources 


Board 
Governance 


Board 


Human Resources 


Board 


- Governance 
- Audit 


Board 
Human Resources 


Board 
Audit 


Board 


‘Audit 


Board 


Human Resources 


Chair 
Member 
Member 


Director 
Chair 


- Director 


Chair 


Director 
Member 


Chair 


Director 
Member 


Director 
Member 


Director 
Member 


Director 
Member 


ad Directors’ ‘remuneration comprises a “éd fee and a per ee based on attendance at meetings of the Board and 


Remuneration 
in 2002/2003 


$ 28,600 


18,600 


22,000 


21,400 


19,200 


20,000 


20,000 


17,600 


$ 167,400 


Remuneration 


a sontmen. 

Date Committee and position in 2002/2003 
“Alan R. Holt January 2001 Chairman $ 4,200 
Douglas Smith January 2001 Member 2,600 


% | $ 6,800 
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